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MEMO 


From: The Editor 
To; You 


This is the first May issue of 
Business Topics that you have re- 
ceived. For this is the first time 
that this magazine has appeared in 
May. With this issue the publication 
goes on a bi-monthly basis the year 
‘round. 


Obviously an additional issue per 
year hikes publication costs, and yet 
Business Topics continues to come to 
you free. Yet I have come to believe 
that this magazine is well worth its 
cost since you, the readers, have 
told us so in many letters or per- 
sonal comments. 


We want to merit such compliments 
to a greater extent in the future. 
If Business Topics deals with the 
problems and subjects of greatest 
value to you, we will merit them. 
Therefore I am taking the occasion of 
this increased publication schedule 
to ask a favor of you. Will you 
please tell me what in Business 
Topics appeals to you (so we can 
feature that more) and what is miss- 
ing that you desire (so that the 
scope of our service may be widened)? 
Thank you. 


Editor 


Bae), tie 
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INDUSTRY AS A LIBERAL ART 


By PAUL V. KEYSER, JR.* 


The necessity of rethinking the relationship of business and 
education in a free society is incisively set forth by a man 
closely concerned with both fields. 


While there is ultimately nothing 
more practical than liberal education, 
the idea that the arts, which we often 
call “liberal,” can be divorced from 
engineering and science is utterly un- 
tenable. A student majoring in either 
of these broad fields needs a knowledge 
of the other. An engineer or scientist 
.oday who is not grounded in the lib- 
eral arts is simply an incomplete and 
inadequate human being. Conversely 
— and this, I’m afraid, is too seldom 
recognized — no arts major is liberal- 
ly educated unless he has some ground- 
ing in engineering and science, some 
working knowledge of his physical en- 
vironment. It was largely the land- 
grant schools that took the first steps 
in clarifying and acting on this concept. 
If we can accept a working definition 
of the “liberal” in liberal arts as em- 
bracing those things befitting free men, 
we can begin to examine the evidence 
bearing on whether industry really has 
become the most recent of the liberal 
arts. 


The Newest Liberal Art 


Industry is the vital mechanism 
through which technological knowledge 
is converted to improvement in living 


*Mr. Keyser is Director and Vice Presi- 
dent in charge of Foreign Trade, Socony 
Mobil Oil Company, Inc. His article origin- 
ally formed an address given before the 
Association of Land Grant Colleges and 
Universities, East Lansing, Michigan, No- 
vember 15, 1955, and is reprinted by per- 
mission. 


standards. The availability and utiliza- 
tion of energy is the most accurate ba- 
rometer of every civilization’s material 
progress. Economists of the company 
with which I am associated estimate 
that total world energy demand will at 
least double in the next 25 years and 
then double again between 1980 and 
the year 2000. Educators should see 
as clearly as anyone how near the year 
2000 actually is; some of their present 
students will still be in the work force 
when that year rolls around. I have 
seen estimates that atomic energy will 
be supplying about a fourth of the 
world’s total demand for energy by 
2000 A.D. Any such estimates are, of 
course, very “iffy,” but I think at least 
two things are clear. 

First, our knowledge of both fission 
and fusion is growing so rapidly that 
estimates of this kind are likely to 
prove too conservative, if anything. 
We may find atomic energy becoming 
economically feasible sooner than we 
presently expect and relieving some of 
the mounting pressure on supplies of 
oil and natural gas, which are now 
supplying about two-thirds of the heat 
and mechanical energy used in the 
United States. As you may gather from 
this, our company looks on atomic 
energy as a welcome partner, not as 
a rival to petroleum. With the atomic 
assist, we think oil can meet the de- 
mands on it for at least a century to 
come, even though total energy de- 
mand will quadruple just in the next 
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45 years. We are continuing to find 
oil throughout the world, and the sup- 
ply of atomic material seems almost 
limitless. 

Second, the tremendous job of sup- 
ply and utilization of energy in its 
various forms is private industry’s job. 
It is industry that couples energy with 
practical application of scientific and 
technological knowledge to create the 
material progress on which progress 
in other spheres depends so heavily. 
The need for the higher living stand- 
ards which industry helps create is not 
something in the distant future. It is 
in the here and now, with a pressing 
urgency that won’t wait. 

The people of the world, particular- 
ly those in the underdeveloped coun- 
tries, have come to the conclusion that 
poverty is no longer necessary. They 
are crying for freedom in all its aspects, 
and there can be no solution to their 
problems that does not include an eco- 
nomic solution. We must do what we 
can to help those people realize a liv- 
ing standard which will support their 
growing desire for freedom and intel- 
lectual progress. 

The hunger and poverty from which 
business is helping to liberate man- 
kind been conducive to 
education and the arts. 
known that the very 
from 


have never 

It is generally 
word “schola,” 
means 
be little if any 
man has to 
burden through- 


which “school” 


“leisure.” 


comes, 
There can 
where 
work like a beast of 


system of schools 


out the daylight hours and into the 


night just to scratch out a bare living. 
If you ever doubt this, look at the pro- 
portion of young people attending high 
in the underdevel- 
the world 
pared with the United States. 


school and college 


oped countries of as com- 


TOoPIcs 


“Point Four Without Taxes” 

‘More American businesses operate 
on an international scale today than 
ever before. In the company with 
which I am associated, is not un- 
common in a day to encounter in the 
halls nationals of a dozen or more 
foreign countries in which we have rep- 
resentation. In carrying its operations 
overseas, American business is acting 
as the medium whereby capital and 
the potentialities for economic progress 
are made available to people in less 
highly industrialized nations. The 
whole purpose of the U.S. Govern- 
ment’s Point Four program is not to 
pour noncreative money into other 
countries, but rather to create oppor- 
tunities for the constructive use of 
capital. Private business’ operations 
abroad have been called “Point Four 
without taxes.”” With or without taxes, 
the Point Four principle is the same 
— investment, not a dole. It is ques- 
tionable in the long term whether you 
ever help anyone as much by giving 
him something outright as you do by 
helping him to help himself on a con- 
tinuing basis. It is also worth men- 
tioning in passing that in bringing to- 
gether people from different countries 
in such worldwide operations, business 
is helping to liberate man from his nar- 
row nationalistic prejudices. 

Business is also liberating people in- 
creasingly from limitations on_ their 
own development and growth as human 
beings. Leaders in business have come 
to realize that their strongest compet- 
itive weapon lies in the fullest pos- 
sible development of the talents and 
skills and enthusiasms of their own 
employees. One response to this op- 
portunity, by my own 
others, 


company and 
is to decentralize operations in 
ways that open up new avenues of per- 


sonal development for all members of 
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the organization. The old laissez-faire 
policy of letting your people sink or 
swim on the basis of the survival of 
the fittest has been scrapped simply 
because business couldn’t afford it, 
economically or socially. As the presi- 
dent of our company puts it, “The job 
of management is in the most funda- 
mental sense the development of peo- 
ple.” 

I don’t want to give the impression 
that we businessmen are trying on 
haloes for size because of these things 
we do. We do them not for philan- 
thropic reasons but under the compet- 
itive spur of the profit system, with 
this important qualification—the profit 
motive with the long view. 


What is an Art? 


As for the word “art” in liberal arts, 
I am not prepared to argue that busi- 
ness per se is an art, a profession, a 
science, Or even just a state of mind. 
I do say, however, that business as it 
exists today finds itself pursuing a 
course increasingly attuned to the at- 
titudes most often associated with the 
liberal arts and with manpower re- 
quirements which can be met in pro- 
gressively greater measure only by peo- 
ple well-grounded in the liberal arts 
no matter what their field of major 
study. By virtue of its growing size 
and complexity, business finds it needs 
more and more the well-rounded man, 
which is certainly a professed aim and 
function of the liberal arts. 

Businessmen today find themselves 
forced to rely on leadership and moral 
suasion instead of on fiat. This surely 
involves the civilizing function of the 
arts. I think also more and more busi- 
nessmen are coming to greater appre- 
ciation that the humanistic skills of 
knowing what is worth doing are at 
least as important as the scientific and 


technological skills of how best to do 
it. I do not want to lapse into such 
jargon as “human engineering,” but it 
is worth pointing out that getting thou- 
sands of people to work together effec- 
tively for the benefit of themselves, the 
shareholders, the customers and the 
general public is itself something of a 
fine art, because it involves enlisting 
their hearts as well as their heads and 
their hands. 


Profit Is Not Enough 


I would like to quote briefly from 
the remarks made by the former chair- 
man of the board of the company with 
which I am associated at the annual 
shareholders meeting last year: “A 
point greatly in need of emphasis is 
that what people think of a corpora- 
tion has a lot to do with its success 
or failure in making money. The day 
has long since passed when a corpora- 
tion of any size could duck the respon- 
sibilities of citizenship on the ground 
that it was organized solely to make 
and sell goods. Corporations have ac- 
quired personalities and, for the most 
part, are as anxious to be regarded 
favorably as are the individuals who 
own and work for them. . . No busi- 
ness is truly safe unless it serves its 
customers better than they could serve 
themselves, persuades them it is doing 
so, and retains their good will in the 
process. One can’t be too sure how 
lonz corporations would retain their 
present Opportunities to operate at a 
protit if making money were their sole 
contribution to society.” 

All of this is just another way of 
saying that businessmen have come 
face to face at last with the incontro- 
vertible fact that they are dealing not 
with just man’s economic needs but 
with the very stuff of life itself. This, 
I think we will all agree, is a new de- 
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velopment and perhaps a revolution- 
ary one. From the dawn of Western 
history until the Industrial Revolution 
and even beyond, the world of busi- 
ness bore a fixed and rather simple 
relationship to the arts and sciences. 
In serving man’s material needs, busi- 
ness pretty well confined its activity 
and concerns to economic functions. 
Man’s thirst for knowledge, his aspira- 
tions for freedom, his social welfare, 
his spiritual recreation — these were 
the concerns of the arts and sciences. 


Utopia Reconsidered 


The Industrial Revolution brought 
a surging onrush of science and tech- 
nology but wrought no real change in 
the functions of business. Even the 
utopias envisioned by a few far-sighted 
businessmen were economic utopias. 
It was therefore natural, that, when 
scholars began to apply their critical 
faculties to the behavior of business as 
an institution, their observations — 
made as they were in the maker’s own 
traditional frames of reference — were 
inclined to be detached and disdainful. 
Their concern and criticisms exerted 
little or no apparent impact on the on- 
ward march of business into the twen- 
tieth century. During these centuries 
the bulk of contributions to the free- 
dom and welfare of mankind came, in 
almost every conscious sense, from the 
field of education and art, not from 
the field of business — even though the 
increasingly higher living standards 
brought about by business were creat- 
ing the base for more advanced and 
more widespread education. 

It was after the Civil War that the In- 
dustrial Revolution in the United States 
began to gather the momentum that 
was to carry it pell-mell into the pres- 
ent century. In this period, many men 
of vision and humanism, outraged and 


alarmed by some aspects of the ruth- 
lessness with which economic power 
was being amassed, sought new philos- 
ophies to counteract the effects of a 
system in which freedom too often 
meant license, and in which enterprise 
was exploitation camouflaged. In their 
more formalized aspects, these philos- 
ophies created such ideological systems 
as socialism and communism. In their 
less formalized effects, they created 
widespread distrust of the practices, 
attitudes and intentions of business and 
businessmen. 

It is therefore not surprising that the 
middle of the twentieth century finds 
us with a set of traditions and attitudes 
that confound us when we attempt to 
apply the old lines of demarcation to 
the present-day functions of our two 
spheres. 

We have, I think, reached the point 
when, whether or not business has 
become a liberal art, education has be- 
come a big business indeed. Today 
one American youth in five goes to 
This is five times the propor- 
tion we find in England, ten times that 
of France. And the real deluge of 
college students apparently just 
I can thing of no more oppor- 
tune time for educators and business- 
men not only to re-analyze their own 
positions and functions and responsi- 


college. 


lies 
ahead 


bilities, but also to take inventory of 
their respective stores of knowledge 
about the other. 


Rethinking Relationships 


Educators feel many businessmen 
harbor notions of educational prac- 
tices that are, at best, obsolete. | 
would suggest, however, that many 
educators still tend to judge business 
in terms of concepts and alleged 
facts which might have been valid 


in 1890 or even perhaps as late as 
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1930, but which are simply no longer 
true. It is often pointed out that busi- 
hessmen have a large and obvious 
stake in preserving freedom of in- 
quiry and freedom of thought in our 
system of education. That is quite true. 
It is equally true that the freedom to 
think and the freedom to engage in 
enterprise both stem from the free in- 
stitutions of a free society, and freedom 
is indivisible. So I submit that the cor- 
ollary of the businessman’s obligation 
to help preserve free education is that 
the educator has a comparable obliga- 
tion to help preserve the free economy 
without which we cannot long have 
free education. 

In this I am not suggesting that 
scholars devote their efforts to un- 
earthing reasons for sending valentines 
and other billets-doux to business, nor 
am I suggesting that business or any 
other institution is perfect. What I am 
suggesting is the moral imperative of 
responsible scholarship and the recog- 
nition that free education grants no 
one a license to substitute one set of 
prejudices for another. More directly, 
I would suggest that one of the prime 
purposes of education is to prepare 
the student for as full and as meaning- 
ful life as possible in the world in which 
he will live. Ours is certainly an in- 
dustrial society. A teacher who har- 
bors and disseminates irresponsibly 
biased and scholastically untenable 
concepts of any such institution is 
rendering a profound disservice to the 
student and to society at large. Surely 
this is immorality, even when perpe- 
trated by those commonly supposed to 
be the prime keepers of ethics and 
morality. 

I am particularly concerned over 
these stereotyped misconceptions about 
business because of the harmful effects 
they can have in the years ahead. For 
the first time in history, mankind has 


ART 5 


the knowledge and the techniques to 
create high living standards for the en- 
tire world. Nobody is more aware 
than educators of the contribution that 
good living standards for all can make 
toward lessened world tensions, lasting 
peace, and perhaps even the Golden 
Era of which man has dreamed so long. 


Geometric Acceleration 

We have made probably as much 
scientific and technological progress in 
the past 50 years as man made in all 
his previous million or so years on 
earth. There is every reason to believe 
it will not take us anywhere near 50 
more years to make as much progress 
as in the past 50. We are accelerating 
geometrically now, not arithmetically. 
In addition to such miracles as wonder 
drugs and vaccines, we are seeing evi- 
dence of this material progress in vast- 
ly improved machines that can increase 
our productivity incredibly. I am told 
we stand on the threshhold of equally 
great improvements in agriculture. 

If business is to play the role it can 
and should play, it must among other 
things raise capital in unprecedented 
amounts. We must produce goods and 
services on a scale that will make to- 
day’s abundance look like Tobacco 
Road scarcity. But obviously this can 
be accomplished only if there exists a 
healthy climate for private business, 
which so far in history has been the 
only economic institution capable of 
tapping fully the wellsprings of man’s 
best efforts. Few of us would argue 
that slave labor or coerced labor could 
ever accomplish even a fraction as 
much as free men can. Yet too many 
people are altogether too willing and 
even eager to hamstring freedom — in 
the name of freedom itself, of course. 

I think you know I am not arguing 
for a return to the law of the jungle. 
We have to get it into our heads that 
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that day is past, and good riddance it 
is. What I am arguing for is the reten- 
tion of incentives and the social vir- 
tues of profits under a competitive 
system in which only those who serve 
mankind best will survive and prosper. 
We would brand ourselves as being 
compulsively suicidal if we should be- 
come the instrument of our own torture 
by putting up roadblocks to our po- 
tentially great future. 

But it is not only we businessmen 
who find perils in our path. So do edu- 
cators. We have all witnessed a period 
of anti-intellectualism that unfortun- 
ately has not yet fully run its course, 
in which education is praised but edu- 
cators are suspect. We are also in a 
period when even many who sing the 
praises of the teacher are ‘ar less 
vocal when it comes to paying them 
adequate salaries. Looking ahead a 
few years, I am told that college en- 
rollment in this country may increase 
by as much as three to four times. This 
would require a tremendous expansion 
in education’s physical plant at all 
levels, and in the supply of teachers 


as well. Yet we are already in a time 
of severe shortage of both. 


The Two Freedoms 


Additionally, there is what we might 
call education’s “production problem.” 
The problem of a balanced education 
grows more difficult all the time. There 
is the need to specialize intensively in 
order to push out to the frontiers of 
knowledge in any given field. Cheek 
by jowl with this is the danger of its 
limiting aspects and the need for 
broader education. Yet time is in short 
supply and must be budgeted carefully. 
And always, of course, there remains 
the haunting realization that true edu- 
cation includes so much that can’t be 
taught. 

Education without freedom of choice 
would be frustrating; people would 
come to want things that were econom- 
ically impossible of achievement. Free- 
dom of choice without education would 
be as dangerous as fire without a hearth. 
I am convinced we could not long have 
free business without free education or 
free education without free business. 





TWICE AS MUCH AS ANYBODY 


Do you know Michigan’s newest industrial town? It merits more than a 
short. White Pine, the copper country’s much-publicized community, is situ- 


ated near Ontonagon, on the North shore of the Upper Peninsula, on M-64. 
From the handsome modern school building with all facilities even to nursery 
school care, to the private railroad line, the entire community exhibits an 
appearance of long-range planned efficiency. No company town in the old 
unsavory sense, this home-conscious little city welcomes home owning, and 
leases its stores to private operators. 

The Porcupine Mountains on one side and the exhilarating cold waters of 
Lake Superior on the other provide a natural setting hard to equal. White 
Pine is situated near the site of an old mine of the same name which was aban- 
doned when operations became unprofitable, but the new enterprise depends 
upon the successful recovery of low-grade ores by methods not formerly avail- 
able. The government has contracted for the entire output of some seventy- 
five million pounds per year of refined copper: a figure that represents twice 
the combined output of all other mines in the copper country of the Upper 
Peninsula. 





CHEMICAL VALLEY: A TALE OF TWO CITIES 


Part two of our 15th industrial study concentrates on Michi- 
gan’s All-American Blue-Water City. 


by Anne C. 


Garrison* 


Those faced with the civic problems 
of Sarnia, Ontario, a city that has more 
than doubled its population since 1944, 
are likely to sigh at the mention of their 
riparian neighbor. Thinking of the 
urban problems their own growth rate 
involves, they remark: “We have the 
greatest admiration for Port Huron”. 
And well they might have, for the St. 
Clair county city must be one that 
constantly comes to the mind of any- 
one with a sense of civic responsibility. 

At the outset, I should stress that 
any comparision between these two 
communities is bound to be misleading, 
for their problems have been quite dis- 
parate. Many of the special aspects 
responsible for Sarnia’s breathtaking 
growth have not been present here. Sar- 
nia owes its choice as site of Canada’s 
petrochemical enterprises to its long- 
standing oil and gasoline industry, for 
which Port Huron does not have a 
parallel. As for the advantage of deep- 
water frontage they both share, this 
factor is also shared by dozens of 
other cities in the Lakes area, so in 
itself it has not been too compelling 
a reason for great industrial growth. 


Civic Progress 

In the absence of such accelerated 
changes as Sarnia has had to deal with, 
Port Huron has enjoyed a steady and 
foreseeable rate of increase. This com- 
bines with the rare advantage of an 
extremely far-sighted municipal ad- 
ministration and a body of unusually 
public-spirited citizens to place it in 








*Mrs. Garrison is Associate Editor of 
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an enviable position today. To see how 
Port Huron has met its problems and 
handled them, let us consider some of 
its history of the last two decades. 


The District Foundation. Civic 
awareness, the distinguishing mark of 
Port Huron, has been fostered since 
1944 by an organization known as the 
District Foundation. This is designed 
to bring together civic-minded groups 
in a unified effort to attack community 
problems. The Foundation has been 
highly successful. It has formulated 
needed projects, brought them to the 
attention of the municipal officials best 
equipped to handle them, received 
funds from a generous public, and 
cleared projects deserving of fund- 
raising procedures. Any citizen can be- 
long, and the dues are nominal. The 
Foundation itself formulated the goal 
of its long-term endeavor: “To make a 
better community in which to live for 
this and generations to come.” 

How well has this high-minded effort 
been successful? One has only to look 
at the imposing list of community proj- 
ects started or completed in the last 
ten years. Let it be noted that the city 
is not a wealthy one. Unemployment 
has been such that eleven times in the 
past three years Port Huron has held 
the worst place in this respect among 
fourteen cities of Southeastern Michi- 
gan. It has been a less tangible asset 
than great material fortune that has 
implemented its accomplishments. 

“What Don’t We Need?” Ten years 
ago it was easy to list the city’s needs: 
just jot down anything you could think 
of in the way of urban facilities: hospi- 
tals, schools, recreation grounds and 


1 
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equipment, county and municipal 
buildings, harbor accommodations, a 
YMCA, an auditorium. . . Where to 
begin? If you exhaust John Citizen’s 
billfold by putting up schools, where 
are the charitable funds for the hospi- 
tals to come from? And if you give 
priority to public buildings, what about 
parks? It would have been a natural 
reaction in the face of such choices 
to emulate the shipwrecked sailor who 
had so many things he had to do that 
he gave up in despair and basked on 
the beach until he was rescued. Now 
Port Huron has plenty of beach for 
basking, but it doesn’t look as if any 
citizen has had time to use it in the 
last decade, so general has been the 
concern with civic betterment. The 
actual truth is that all the pressing needs 
listed above have either been achieved 
or are close to achievement. 


How to Look a Decade Ahead. In 
September 1947 an important prelimi- 
nary step was taken. The consultant to 
the City Plan Commission submitted 
a Master Plan for the City of Port 
Huron. This has been the main guide 
for the program of urban renewal 
that has been in operation ever since. 
The extensive plan in its final form 
covered land use and restrictions over 
a wide area. Through the District 
Foundation, priorities were determined 
by popular opinion. A start was made 
on channeling funds to the projects 
most in demand. And pipeline, that 
feature so prominent across the river 
in industrial Sarnia, must have been 
abundant in the Michigan town as 
well; only here it ran in a golden stream 
from John Citizen’s pocket to the cof- 
fers of the Foundation. Those funds 
which sound so impersonally available 


Industrial Sarnia, the busy thoroughfare of the St. Clair River, and the city of Port Huron, 
with its scattered industries and pleasant tree-shaded homes, are caught in a single view. 
(copyrighted by Malak, Ottawa.) 
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when we speak of “channeling” them 
came out of the industrial pay envelope, 
the family’s reserve fund, the stenogra- 
pher’s movie money. And the hours 
and uncounted hours of volunteered 
time that are swallowed up in drives 
and campaigns came out of weekly 
schedules as crowded as yours and 
mine. 

“All-American City”, we call Port 
Huron, in the words of the award 
given it last year by the National 
Municipal League and Look Magazine. 
Yet the term seems to imply that such 
estimable civic sentiment is more prev- 
alent than we know it to be: Port 
Huron’s achievement is outstanding, an 
accomplishment that deserves a more 
exclusive title. 

Revision with a Purpose. A head 
start on civic problems had been gained 
by revision of the city charter in 1941 
to provide for a city-manager-commis- 
sion government. Improved adminis- 
trative practice, including the extensive 
use of the citizenry on public commit- 
tees and boards, put new reserves of 
energy and goodwill to work, as evi- 
denced in the most diverse results. They 
range from the planting of flowering 
trees that will make the residential 
area a sea of spring-time blossoms 
within a few years to the financing of 
the school and hospital programs. 

Anyone interested in top-quality 
civic administration should procure a 
copy of the Annual Report of the City 
Manager, which is printed and distri- 
buted through the Port Huron Times 
Herald in November of each year. A 
model of clarity, it enables the average 
citizen to know precisely what is going 
on in the city administration, how the 
year’s accomplishments compare with 
those of the year before, and in what 
respects they exceeded or fell short of 
expectations, and why. The plans for 


the year ahead are outlined in the same 
report. This publication is headed by 
letters to the public from the City 
Manager, Jay F. Gibbs, and Michigan’s 
only woman mayor, Etta Reid, each 
giving an appraisal of the accomplish- 
ments. 

It is claimed that the city has made 
more progress in the last ten years 
than in its entire previous history. (A 
long history it is, moreover: the first 
structure there was built in 1686). 
“Making self-government effective” is 
the criterion for the National Municipal 
League choices of All-American cities. 
Port Huron has excelled in this respect 
of recent years, reinforcing the accomp- 
lishments of its excellent administration 
with the widest possible citizen partici- 
pation. 

A Painful Aspect. Exactly what are 
these recognition-winning accomplish- 
ments? Let’s take a painful aspect of 
the matter, a pocketbook one. Every- 
one wants good schools, of course, but 
Port Huron voters raised their mill 
rate by a substantial affirmative vote, 
and financed a high school, an elemen- 
tary school, additions to two others, 
and renovations to all the rest. New 
roofs, new facilities, new lighting sys- 
tems wherever needed. A _ separate 
resolution to float bonds to increase the 
pay of teachers was passed by a deter- 
mined majority. So today Port Huron 
residents can say with an assurance 
few of us could match, “We've got the 
schools we need.” No slight boast in 
these days of educational crisis. 

Port Huron and Mercy Hospitals 
stand as additional monuments to the 
community’s foresight. The District 
Foundation sponsored a million-dollar 
hospital drive in May, 1951, to pro- 
vide a 50-bed addition to the former 
and a new 100-bed building for the 
latter. The goal was over-topped by 
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$400,000, and in three years the pro- 
jected improvements were in operation. 
The churches have conducted individ- 
ual subscription campaigns as well, five 
of them having undertaken or com- 
pleted building campaigns since the 
war. 

Still to Come. As for the future, a 
new civic auditorium, the gift of the 
Henry McMorran Foundation, is in 
prospect. Announced this winter, the 
windfall came at the very time that 
civic leaders and officials were formu- 
lating plans for a subscription drive for 
such a building. Also in immediate 
prospect is a million-dollar YMCA, 
the funds for which have already been 
well over-subscribed. 

The rehabilitation of the downtown 
area, as envisaged in the Master Plan 
already mentioned, is proceeding in the 
face of unusual geographical difficulties. 
The St. Clair River forms the immedi- 
ate eastern boundary of the city, while 
the downtown portion is bisected by 
the Black River, which is spanned by 
drawbridges. Traffic is consequently 
an unusually acute problem, not only 
as regards the normal flow of vehicles, 


but also in respect to possible emer- 
gency tie-ups of police or fire depart- 
ment facilities. This geographical fac- 
tor makes necessary unusually large 
outlays for extra fire stations and police 
personnel and equipment. Despite such 
special problems as this one of traffic, 
the civic rehabilitation project is mov- 
ing ahead. Eventually, when the plan 
is carried through, this will be one of 
the too-few towns to take full advan- 
tage of the beauties of its waterfront. 
Both park and commercial develop- 
ments are being provided for along the 
River, and if the master plan can be 
adhered to, the entire area will be uni- 
fied with handsome landscaping. 


The I. D. C. of P. H. and M. 


One of the most interesting develop- 
ments that has come out of Port 
Huron’s civic ambition is the Industrial 
Development Corporation of Port 
Huron and Marysville. A recent article 
in Business Topics has dealt with the 
modern trend toward overall district 
planning to attract and retain indus- 
try.! In this article it was emphasized 
that Michigan is far from being a lead- 


The new 100-bed building of Mercy Hospital, completed in 1954. 
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The new Woodrow Wilson School in Port Huron. 


er in the development of these districts. 
There are only two such districts now 
existing in this state, and of these the 
one at Port Huron and Marysville is 
much the larger. Since 1952 the Cor- 
poration has been working to advance 
the industrial potential of the two com- 
munities, both by encouraging the ex- 
pansion of existing industry and by 
attracting new enterprises. With the 
cooperation of the city, there was 
established a planned industrial district 
comprising (originally) more than 130 
acres, with all utilities and services 
guaranteed. Additional acreage within 
the township has also been laid out for 
this purpose at a subsequent date. The 
Corporation is a voluntary organiza- 
tion, financed by the contributions of 
its members. These contributions have 
frequently been sizeable, for such com- 
panies as the Detroit Edison, aware 
that what benefits Port Huron industry 
benefits its supplier of power, have 
thrown considerable weight back of 
the enterprise. 

Entering into the spirit of this com- 
munity effort to attract industry, the 

1Arthur E. Warner, “Organized Industrial 
Districts”, Business Topics, Vol. 3, 5, March, 
1956. 


Chesapeake and Ohio Railway con- 
ducted a community industrial survey 
and gave the project wide publicity in 
its national advertising. Not to be out- 
done, the Grand Trunk set aside 97 
acres for industrial use south of its 
freizht yards. So far, the [.D.C. has 
brought in two large industries: a 
Michigan Bell Telephone Company 
automatic message center which em- 
ploys 250 persons, and the Palmer Bee 
Company, about to complete a move 
from Hamtramck that will bring a $2 
million payroll to town. In addition, 
several smaller enterprises have moved 
in since the Commission started its 
work. 


Plenty of Brass 


As for the industrial side of Port 
Huron as it is today, rather than as 
it is projected into a plan of future 
expansion, there is a diversified picture 
that would seem about normal for the 
locality if it were not dwarfed by the 
petrochemical titan across the river. 
Eighty-one industries are found on the 
American side, ranging from a paper 
mill to a tape factory. Curiously 
enough, in view of the size of the Sar- 
nia undertakings, the largest employer 


“eae 
Ste 
Hi 





12 


in the entire Blue Water area is in Port 
Huron. This is the Mueller Brass Com- 
pany, whose 3,000 employees outnum- 
ber by five or six hundred those in any 
one plant in Sarnia. Located in Port 
Huron since 1917, this firm is one 
of the few independent brass mills in 
the country. It purchases its raw ma- 
terials from domestic smelters and turns 
out a wide line of metal products in 
over 100 different alloys of brass, 
bronze and aluminum. The Mueller 
Brass Company in Sarnia was founded 
slightly earlier than this firm, by the 
same family, but the two are now en- 
tirely independent. 

Rods and Wire. Brass and copper 
also figure in the work of the industry 
that is next in size in the Port Huron 
area. This is the Electric Auto-Lite 
Companys Wire and Cable Division, 
which has been located in Port Huron 
since 1930. A thousand employees 
turn out drawn wire that varies in di- 
ameter from the thickness of 5/16” for 
rods, down to .0003”, which is about 
as fine as you are likely to need. This 
copper-drawn wire of various diameters 
is stranded, rubber or plastic insulated, 
braided and lacquered, for use in the 
automotive and aircraft industries. 
Magnet wire, differently treated in the 
insulation process, is used in the manu- 
facture of electric motors, transformers, 
solenoids and coils. 

Plenty of Power. Detroit Edison has 
anticipated industrial growth and _ its 
electrical demands in southeastern 
Michigan by the construction of its 
large St. Clair power plant, located in 
East China township, eight miles South 
of Port Huron. It is not a producer 
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for this specific district alone, as its 
output goes into a general power pool 
for the entire area. It is interesting to 
note that through this plant there is 
effected an interchange with Canadian 
power facilities so that in the event of 
emergencies, or during normal peak 
periods, power from either side of the 
river can be drawn upon for use on the 
other shore. The price of Canadian 
electricity varies in accordance with 
variations of high and low water at 
the hydro-electric plant in Niagara 
Falls, so that Detroit Edison can either 
offer cheaper power from its own plant, 
or purchase cheaper power from Can- 
ada. This firm, through its participa- 
tion in the Industrial Development 
Corporation, is also helping to advance 
the industrial welfare of the Port 
Huron-Marysville area, as has been 
noted. 


Si Quaeris Monumentum 


A pleasant feature of the local em- 
ployment picture is the stability of pop- 
ulation. Port Huron, unlike Flint and 
the Detroit area, draws on a home- 
grown and long-established body of 
labor. As a corollary to the presence 
of such a stable population, there is 
a low crime rate at both adult and 
juvenile levels. We don't know which 
comes first, stability of residence or 
civic responsibility. Certainly one 
would be less likely to move away from 
a city as civically sound as this one. 
But Port Huron needs no praise from 
outsiders. The citizens, surveying their 
solid civic achievements and their well- 
planned future program, may well say, 
“If you seek a monument, look about 
you.” 
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WITHOUT PAIN 


By OTTO R. REISCHER* 


The author advances an ingenious plan for readjustment 
assistance to business hurt by freer trade. 


One of the thorniest conflict of in- 
terest problems of our time has been 
that of giving the consumer the benefit 
of freer trade without seriously hurting 
domestic industry. Fear of increased 
imports and inability to adjust to them 
have created a major obstacle to eco- 
nomic progress both at home and 
abroad, and the doctrine of compara- 
tive advantage has been turned into 
something only a little short of 
mockery. 

It is evident that losses to a small 
group of business concerns inflicted by 
increased imports are both a real ob- 
jection and a political obstacle to steps 
that might be taken in the direction of 
liberalizing trade. A method that would 
remove these obstacles, and at the same 
time vouchsafe to us the benefits of 
freer trade and lessen resistance to 
such liberalization, would thus be 
doubly welcome. 

One real possibility of achieving this 
desirable state of things would be the 
granting of temporary relief and assist- 
ance to those enterprises which in spite 
of efficient operations have suffered 
serious injury from increased imports. 
This article deals chiefly with assist- 
ance to industrial enterprises injured 
by industrial imports only. Assistance 
to other segments of our economy are 
briefly considered at the end. 

The rationale underlying such a pro- 
gram is briefly this: on the surface, 
dislocations brought about by increased 
imports resemble the traditional dis- 
- Mr. Reischer is an Instructor in Econom- 
ics at Michigan State University. 


turbances created in our economy by 
the forces of economic progress and 
technological advancement. But there 
is a difference, and it is this difference 
which allows us to argue in support of 
a Federal readjustment assistance pro- 
gram. Displacement of the horse- 
drawn buggy by the gasoline-driven 
automobile is an example of attrition 
of industry which has its roots in eco- 
nomic and scientific progress. The 
damage, on the other hand, which is 
caused by more imports to certain 
import-competing industries is thrust 
upon them by policy decisions taken 
by the Federal Government. Granted 
that these policy decisions are taken 
in the national interest, they are in- 
equitable just the same. 

It would of course be unwise to 
grant companies dispensation from 
having to adjust their operations to the 
continuous change in their economic 
environment; doing that would allow 
them to sit back and wait for assistance 
from whatever source it may be forth- 
coming. But the Government over 
the years has in fact provided various 
protective devices for all manners of 
enterprises, not the least important of 
which are high tariffs safeguarding do- 
mestic industries from harmful compe- 
tition from abroad. As these safe- 
guards are removed, it behooves the 
Federal Government to consider what 
assistance it might provide to these 
firms in lieu of erstwhile tariff protec- 
tion to keep them from being pushed 
to the wall by increased imports and 
help them to weather this deliberately 
brought-on emergency. 


[13] 
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Protection for Our Industries 


What are these protective devices 
with which the Government has sur- 
rounded our import-competing indus- 
tries? Since we are dealing here with 
industrial imports only, we shall omit 
quotas as being applicable chiefly to 
agricultural imports. 

Three main protective devices are 
written into existing U.S. tariff legis- 
lation. If these were revoked and abol- 
ished, their termination would expose 
a number of the industries to the vicis- 
situdes of unmitigated competition 
from abroad. Following are the devices 
in rising order of importance: 

(1) The so-called ‘flexible tariff pro- 

vision’ (Sec. 336 of the Tariff Act of 

1930), 

(2) The ‘peril points’ provision (Secs. 

3 and 4 of the Trade Agreement Ex- 

tension Act of 1951), and 

(3) The ‘escape clause’ provision (Sec. 
of the Trade Agreement Extension 

Act of 1951). 

(1) The flexible tariff provision is 
designed to permit adjustment of tariff 
rates so as to equalize any differences 
there might be in costs of production 
of a commodity in this country and 
abroad. Essentially the expression of 
a pious wish, this provision has never 
helped domestic producers much. Be- 
cause of lack of ascertainable differ- 
ences in costs of production it is diffi- 
cult to administer, but even the idea 
underlying this provision is fallacious, 
for if foreign and domestic costs were 
really equalized there wouldn’t be any 
imports at all. 


(2) The peril points provision iS 
designed to prevent tariff reductions 
that would injure domestic producers. 
This is more realistic than the preced- 
ing safeguard in that it sets certain 
limits to concessions and reductions of 
rates of duty, but 


does not aim to 


exclude imports entirely. The agencies 
of the Executive Branch cooperate 
closely in considering proposed con- 
cessions under new trade agreements 
and exercise caution in determining 
what concessions can be undertaken. 

(3) The escape clause finally re- 
mains to be considered. This provision 
has become the principal means where- 
by existing United States tariff duties 
are being raised or kept effectively pro- 
tective despite reciprocal trade agree- 
ments. In order to curtail concessions 
granted other countries on a certain 
article, the U.S. Tariff Commission 
has to investigate whether the conces- 
sion to be withdrawn has increased 
imports to an extent causing or threat- 
ening serious injury to the domestic 
industry. If the Commission finds that 
injury or the threat thereof exists, it 
has to recommend to the Administra- 
tion measures with a view to mitigate 
or forestall such injury: this generally 
means increasing duties or establish- 
ing import quotas. 

There have in fact been very few 
withdrawals of concessions since the 
escape clause was written into law — 
six in all, to be exact: women’s fur felt 
hat bodies, hatters’ furs, dried figs, 
watches and watch movements, bi 
cycles, and alsike clover seed. But 
escape clause proceedings have afford- 
ed considerable indirect protection for 
domestic industry. They have discour- 
aged potential imports. They have 
dampened incentives to develop export 
industries abroad. And foreign pro- 
ducers as well as American importers 
are justifiably afraid that any change 
in the composition of the bi-partisan 
six-man Tariff Commission could en- 
courage new investigations. Such inves- 
tizations also involve substantial costs 
to the importer and may be instituted 
time after time: spring clothespins and 
wood screws, two relatively minor im- 
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ports, exemplify that tendency. At 
least three investigations have been 
undertaken in each of these articles in 
the last few years. 

Although the devices provided by 
existing legislation are not so water- 
tight as to keep out all imports, they 
afford a good deal of protection, and 
any loosening-up would mean uncover- 
ing a number of sensitive import-com- 
peting industries, to their detriment. 
Thus a change in American policy 
bringing about such a loosening-up 
patently calls for the Federal Govern- 
ment to intercede and provide assist- 
ance towards readaptation. 

Accelerated Readjustment. An add- 
ed reason for Governmental action in 
this field is that assisted readjustment 
will facilitate the transition to freer 
trade. A carefully designed and effi- 
ciently administered program of syste- 
matic assistance (not subsidization) 
would be of great help in inducing busi- 
ness affected by increased imports to 
carry out necessary readaptation and 
diversification of production processes 
more quickly than otherwise. This ac- 
celerated tempo of readjustment also 
would tend to cut down the losses 
suffered by import-competing indus- 
tries without impairing a freer exchange 
of goods. 

This approach of putting Govern- 
ment into the business of helping firms 
injured by increased imports escape 
from some of the burden of adjust- 
ment imposed on them is actually noth- 
ing but an extension of the doctrine 
following which “escape” is provided 
from concessions granted in trade 
agreements concluded by this country 
with other nations; only, inclusion of 
readjustment assistance in such a pro- 
gram stresses the positive and construc- 
tive side of the “escape”, whereas the 
emphasis heretofore has been on the 
negative side: concessions withdrawn 


and protection 
someone was hurt. 

One important requirement of a 
workable adjustment assistance pro- 
gram is the need of convincing pro- 
ducers and the public at large of the 
advantages of such a program. The 
erroneous impression must be dispelled 
that the program would be in the na- 
ture of compensation for damages suf- 
fered in the interest of freer trade. 
Nothing could be more of a misinter- 
pretation. It is of course true that 
some businessmen would be glad to 
get something for nothing, although 
they are well enough advised not to 
say so. The program discussed here, 
however, would steer clear of granting 
such favors. 


tightened whenever 


A Workable Program 


Such a program must be centered on 
the individual business firms directly 
injured by increased imports. Workers 
employed by the firms and communi- 
ties in which the firms are located, are 
affected by increased imports only in- 
directly. The immediate cause of dis- 
tress of both workers and communities, 
if attributable to foreign competition at 
all, will be found in the failure of busi- 
ness firms to adjust to increased im- 
ports. In times of relative prosperity, 
displaced employees can usually be 
shifted rather speedily to similar lines 
of work. This leaves the entrepreneur 
to be looked after. The American busi- 
nessman who bears the brunt of inten- 
sified imports competition would wish 
for a program consistent with a free- 
enterprise system: financial assistance, 
expert advice, and the like. The pro- 
gram discussed here would fill the bill. 

In this connection, another consider- 
ation has to be kept in mind. The more 
closely a readjustment assistance pro- 
gram is focussed on the individual firm, 
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the less costly it is likely to be in money 
terms, and the more easily it can be 
administered. In making liberal allow- 
ances to enterprises for assistance to- 
wards making such readjustment, no 
additional burden for the tax-payer 
must be created, or the value of the 
entire program would be nullified. Ap- 
plication of readjustment measures be- 
comes essentially a problem of how 
to create the appropriate incentives for 
businessmen to make necessary 
changes in their operations as fast as 
possible. 

In drawing up such a program one 
will have to decide between gradual and 
accelerated readjustment. It will of 
course be extremely difficult to find a 
generally acceptable formula for an 
optimal rate of adjustment. With de- 
served attention to the technical and 
economic features of enterprises and 
industries being helped, a proper solu- 
tion must take account of the require- 
ments of organic growth of those par- 
ticular segments of the economy. 

The problem of adjustment assist- 
ance now can be seen to turn into one 
of public finance. This falls into three 
parts: how to save the consumer 
money by making imports available 
more cheaply; how to reduce the tax- 
burden by curtailing foreign aid, eco- 
nomic and military, subsequent to a 
freeing of our foreign trade; and how 
not to squander public funds in an 
assistance program for domestic enter- 
prises and industries. 

Aid to Individual Firms. There need 
be no programs of area development 
nor assistance specifically directed to- 
wards communities. Not only is this 
type of support in existence already, 
but it is being fully implemented by the 
U.S. Department of Commerce and 
Labor, by the Office of Defense Mobili- 
zation, and by state and local economic 
development bodies. Nor ought read- 


justment assistance to workers as such 
to be programmed, except in cases 
where firms are forced into liquidation 
because of injurious import competi- 
tion. Existing facilities of social secur- 
ity and unemployment benefits and old 
age and survivor insurance could be 
made more liberal to help workers in 
distress generally, but any such broad- 
ening of benefits should include all 
other persons entitled to these services. 
The reason for concentrating adjust- 
ment aid on the individual firm hurt by 
increased imports resulting from a lib- 
eralized trade policy is to apply the 
remedy to the specific area affected in 
the expectation that fringe disturbances 
will be cured if treatment is given to 
the injured part. 


Measuring the Impact 


What would be the dimensions of 
such a readjustment assistance pro- 
gram, or, more precisely, what will be 
the effect of increased imports on im- 
port-competing industries? Estimates 
range from 40,000 to 100,000 workers 
displaced depending upon how drastic 
and how rapid a reduction of trade 
barriers is undertaken.! 

A useful though rough measurement 
of the impact of ‘increased imports has 
been devised by Walter Salant of the 
Brookings Institution. His calculation 
permits us to indicate the order of 
magnitude of the primary employment 
effects per million dollars of import 
increase.” In 1955 and 1954 among 
industries producing goods and in 
those producing services mainly for 
commodity producing industries, 75 per 





1See Randall Commission, Staff Papers, 
Ch. Vil. 


2See his Short-Term Domestic Economic 
Effects of Reducing Import Barriers, (Wash- 
ington, D. C., March 1956). 





cent or more of the workers of pro- 
prietors were in industries in which the 
average income originating per person 
exceeded $3500. In none of them was 
the average below $2500. (For 1955 
these industry averages would be high- 
er.) The test devised by Salant con- 
sists of adding 25 percent to the as- 
sumed increase in imports to bring it 
approximately to a basis of values at 
domestic ports, and then dividing the 
resulting figure by the number of work- 
ers who are said to be displaced. The 
result is the implied average value per 
worker. If it is below $2500, the em- 
ployment estimate is almost certainly 
unreasonably high. Thus if it were 
said that an increase of imports of $2 
billion resulting from a reduction of 
import barriers would displace 5 
million workers in import-competing 
industries, one can see at once that 
the statement makes no sense. It would 
imply displacement of domestic goods 
worth about $2.5 billion and would 
also imply an average value added per 
worker of only $500. This is outside 
the range of possibility, especially for 
industries employing 5 million workers. 

Conversely, if no import figures are 
given, one could tell, from the number 
of workers who are said to be displaced 
by a given proposal, the very minimum 
increase of imports that this number 
of workers implies, and evaluate the 
reasonableness of the resulting figure. 
Thus if it were said that 5 million 
workers would be displaced, one multi- 
plies this by $2500 per worker and 
would know at once that this would 
imply displacement of domestic goods 
worth $12.5 billion at the very least. 
Subtracting 20 percent to adjust the 
domestic port values roughly to the 
basis of foreign port values, one gets 
at least $10 billion as the increase in 
imports that would be required to cause 
a displacement of 5 million workers in 
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import-competing industries and their 
suppliers. This relationship serves as 
a useful check upon implied relation- 
ships between changes in employment 
and change in imports due to changes 
in import barriers. 

A prime advantage of concentrating 
readjustment assistance on the individ- 
ual enterprise is that the administrative 
problem of ascribing injury to competi- 
tive imports, rather than to other fac- 
tors, will already have been solved by 
the Tariff Commission in the course 
of its investigation in connection with 
applications for relief under the escape 
clause. In omitting communities as 
direct aid recipients, a further adminis- 
trative simplification is achieved. Even 
in a depressed one-industry community 
there always are many lines of causa- 
tion leading to economic dislocation; 
and these lines often are not even re- 
motely connected with intensified im- 
port competition. If therefore no 
Federal special-purpose assistance for 
communities is programmed (other, 
that is, than aid granted business firms 
which happen to be located there), 
there is no point for neatly separating 
causes underlying economic distress 
with a view to determining eligibility 
for assistance of prospective recipients. 

The task of untangling the skein of 
diverse harmful influences may actually 
prove even simpler than that. It can 
be shown, for instance, that the tradi- 
tional distinction between interregional 
and international competition ceases to 
have any useful meaning under certain 
conditions, and that these conditions 
happen to prevail right now. 


The Problem of Interregional 
Competition 


In current discussions the term inter- 
regional competition has come to have 
a rather special meaning. It connotes 
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a trend of industry moving south, 
especially from the northeast, in re- 


sponse to various locational stimuli. 
Included in these inducements are 
availability of sites and buildings, tax 
concessions, and lower labor costs ow- 
ing to the prevalence of “right to work” 
(anti-unionization) laws in a number 
of southern states. 

Leaving aside the question of 
whether these stimuli are natural or 
merely contrived to cloak real disad- 
vantages of location, what concerns 
us here is the alleged difficulty of dis- 
tinguishing between the incidence of 
interregional and international compe- 
tition. The distinction is of course ad- 
missible in theory. From a practical 
standpoint however, the two diverse 
influences need not be separated at all. 
The Tariff Commission, in finding in- 
jury in any particular escape clause 
investigation, has had to consider the 
entire, respective domestic industry. 
Therefore the losses to any “old” seg- 
ments of such industry could be offset 
by gains made by “new” segments. A 
finding of injury is thus based on aver- 
ages, and marginal producers still are 
obliged to improve their efficiency if 
tariffs are gradually to cease equalizing 
the imported and the domestic price 
of a given commodity. 

Interregional adjustments moreover 
take place in response to temporal re- 
sional differences, many of which are 
self-liquidating. (In this connection it 
is worth noting that interregional move- 
ments can be influenced more easily 
in a constructive manner than interna- 
tional movements; all that can be done 
to influence the latter is to raise or 
lower trade restrictions.) The objection 
to a readjustment assistance program 
based on the impossibility of differen- 


tiating between the effects of interreg- 
ional competition as contrasted with 
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those of international competition is 
thus in fact invalid. 

There is, however, another angle to 
this problem which tends to reinforce 
the foregoing argument. As industrial 
firms are being lured away from older 


industrial regions, ‘infant industries’ 
are being established in the newer 


regions, especially in the South. This 
development is bound to increase pres- 
sure for higher protective tariffs, if it 
hasn’t done so already, for the follow- 
ing reasons: 

The older regions, by virtue of being 
deprived of a certain portion of their 
traditional industries, will be suffering 
unemployment. Their predicament will 
be aggravated by increased competitive 
imports. With pressure exerted on 
them from two sides — from other re- 
gions and from other countries — these 
interests are likely to turn without delay 
to the handiest remedies: escape clause 
proceedings before the Tariff Commis- 
sion and petitions for or certification of 
“defense essentiality” by the Office of 
Defense Mobilization. 

The newer regions, having estab- 
lished their infant industries, clearly will 
not want to have these industries hurt 
by increased imports. In consequence 
they too are apt to take steps with a 
view to having, tariff protection and 
other trade restrictions increased as 
need may be. As a result of these two 
lines of ‘development, there is bound 
to be greater pressure for protection 
against international competition on all 
sides, particularly since that protec- 
tion is likely to be more easily forth- 


coming than protection against inter- 
regional disturbances. Again, it does 


not make much sense to separate in- 
terregional and international competi- 
tion: not only will both types of com- 
petition as they are being intensified 
lead to the very same practical result, 
increased demand for cover from ex- 
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ternal influences harmful to domestic 
industries; but in a protection-minded 
environment the two types of competi- 
tion even tend to reinforce each other’s 
undesirable consequences 


The Form of the Readjustment 
Assistance Program 


What would be the actual shape of 
the program? A program of readjust- 
ment assistance devoted primarily to 
relieving individual business enter- 
prises of distress caused by increased 
imports would provide assistance main- 
ly in the form of loans designed to ease 
transition to more efficient and profit- 
able operations. 

For a variety of reasons, the Export- 
Import Bank appears to be the most 
appropriate instrument for handling 
credit needs of firms requiring medi- 
um-term financial assistance (from 
three to five years) where credits are 
not available from sources. 
The Bank’s activities and experience 
would appear to fit it well for this new 
assignment. At present the Export- 
Import Bank makes loans primarily 
with a view towards enabling purchases 
abroad of United States machinery, 
equipment, materials and services for 
some specified project or use abroad. 
Where projects are involved they must 
provide both an immediate market for 
U.S. goods and assist in developing 
the borrowing country into a greater 
market for U. S. products, or a supplier 
for U.S. import needs. As trade is 
further liberalized, more foreign pro- 
ducers would become suppliers for 
U.S. import needs. In assisting such 
a development through the medium of 
a readjustment assistance program, the 
Export-Import Bank would pursue one 
of the functions assigned to it by law 
in an enlarged frame of reference. The 
Export-Import Bank also has been tra- 


priv ate 
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ditionally concerned with foreign eco- 
nomic operations and increased trade. 
And of the latter a readjustment assist- 
ance program, if adopted, would tend 
to become an inescapable corollary. 
Furthermore, the law setting up the 
Export-Import Bank specifically states 
that the Bank is ‘to aid in financing 
and to facilitate exports and imports’ 
‘Imports’ in this connection are not 
legally limited to strategic raw materi- 
als and related types of products. 
Therefore, and in view of the fact that 
readjustment assistance would facili- 
tate imports indirectly, the Export-Im- 
port Bank, in helping to finance the 
program, would only be performing its 
original function.* 

The Small Business Administration 
too would have a part in the program, 
albeit of a somewhat more subsidiary 
nature: chiefly for liquidation loans 
the activity to be patterned on SBA 
activities in disaster and catastrophe 
lending operations. The Department 
of Commerce would have an opportu- 
nity of administering Regulation V type 
loans and accelerated amortization of 
enterprises’ investments necessitated by 
readaptation. Technical services as 
provided by the Departments of Com- 
merce and Labor, where such services 
would have to be expanded from their 
current level, would be financed by 
customs revenues earmarked on the 
model of funds set aside under Section 
32 of the Agricultural Adjustment Act 
of 1935. . 

31f legislation were introduced in Congress 
with a view to setting up the financial por 
tion of a program of readjustment assistance, 
the intent of Congress underlying the setting 
up of the Export-Import Bank in the first 
place would have to be re-examined. How 
ever, a parallel problem of re-examination 
or re-interpretation of Congressional Intent 
would have to be faced if SBA were to ful- 
fill the functions here assigned the Export 
Import Bank. 
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Where use in a readjustment assist- 
ance program of the technique of loan 
guarantees under Regulation V is indi- 
cated, needed funds would also be ear- 
marked from customs revenues. Loans 
actually made would be guaranteed by 
the Department of Commerce and the 
Export-Import Bank would act as fis- 
cal agent.* 

The philosophy behind a Federal re- 
adjustment assistance program is that 
it should be used as an inducement to 
adapt operations of private business 
enterprises more rapidly than other- 
wise to changed competitive condi- 
tions resulting from increased imports. 
This philosophy must be adhered to 
throughout the operation of the pro- 
gram. In order to do that, the follow- 
ing functions of cooperating agencies 
are visualized: 

At the center of the program would 
stand the United States Tariff Com- 
mission. A finding of injury by the 
Commission would trigger the mech- 
anism of readjustment assistance. The 
Commission would be authorized to 
recommend such a program as an al- 
ternative to restoring tariff concessions 
under an escape clause or peril point 
action. To permit product diversifica- 
tion and other necessary adaptations 
which require time to become effective, 
the Commission’s finding of injury and 
recommendation of assistance in some 
cases could also be accompanied by a 
restoration of the concession for a 
limited period of time (say 2 or 3 
years), perhaps on a sliding scale 
downward. 

Putting the Tariff Commission into 
the center of this program with corres- 
ponding additional responsibilities may 
require more personnel for the Com- 





4Under the Defense Production Act, the 
Federal Reserve Banks act as fiscal agents 
for V Loans. 


mission. Such added staff would be 
grouped into a Readjustment Section 
newly to be created. Officials in that 
section could draw upon professional 
talent in the other divisions of the 
Commission as well as on the appropri- 
ate specialists of other Government de- 
partments and agencies. The functions 
of the new section would be purely 
advisory and it would service a Stand- 
ing Committee, to which recommenda- 
tions concerning readjustment assist- 
ance originating with the Tariff Com- 
mission would be submitted. On the 
Standing Committee would serve, in 
addition to representatives of the Tariff 
Commission (one acting as Chair- 
man), representatives of agencies most 
familiar and most directly concerned 
with the problems of the particular in- 
dustry to be assisted. Three elements 
of primary responsibility would be in- 
volved in the operation of this Stand- 
ing Committee. These would be dele- 
gated among the departments and 
agencies of the Executive Branch as 
follows: 

1. Determination of need for assist- 
ance and referral: Tariff Com- 
mission. 

Rendering of Technical assist- 

ance: Departments of Com- 

merce and Labor. 

3. Financing of Loans and Tech- 
nical Services: 

a. Treasury Department: Ear- 

marking of customs revenue. 

b. Export-Import Bank: Medi- 

um term readjustment loans. 

c. Small Business Administra- 

tions: Readjustment loans 


N 


for small business and liqui- 
dation loans for marginal 
producers. 

Agencies of secondary responsibility 
in this connection would be the State 
Department (through its International 
Cooperation Administration), and the 





Departments of Defense, Agriculture, 
Interior, Health, Education and Wel- 
fare, and the Executive Office (through 
the International Division of the Bu- 
reau of the Budget). 

Within the Standing Committee, a 
Steering Group consisting of represent- 
atives of the Tariff Commission, the 
Department of Commerce, and the Ex- 
port-Import Bank would be established 
to expedite proceedings of the Com- 
mittee. The Steering Group would 
have powers to coordinate agency func- 
tions and force action to be taken if 
necessary. 

For several of the agencies involved 
in the administration of the proposed 
program, some modification in normal 
functions would be required. These 
are: the Tariff Commission whose ac- 
tivities would be widened in a manner 
already noted; the Export-Import Bank 
which receives one additional function 
in addition to those already carried on 
aside from the primary functions as- 
signed under the Export-Import Bank 
Act of 1945; and the Small Business 
Administration, in connection with 
liquidation loans to marginal produc- 
ers. Since aid to marginal producers in 
most instances will also require assist- 
ance to workers employed by them, the 
Department of Labor, in addition to 
its consultative responsibility for the 
entire program area, would enter the 
picture in making effective aid avail- 
able to such workers. These workers 
would receive priority treatment under 
existing social security and unemploy- 
ment benefit regulations. No addition- 
al administrative machinery would be 
required, however. 

The readjustment assistance pro- 
gram outlined in the foregoing para- 
graphs would utilize existing facilities 
within the Executive Branch of the 
Government, and could be brought in- 
to being by Executive Order rather 
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than by special legislation. In that way 
greater flexibility would also be as- 
sured. 


The only legislative action required 
to put the program into operation 
would be legislation essentially similar 
to Public Law 466, 83rd Congress, 
which provides for earmarking tariff 
revenue to defray the expenses of a 
program for fishery research. A re- 
volving fund would also have to be set 
up from which readjustment assistance 
loans would be granted through the 
Export-Import Bank. Liquidations and 
other loans by the Small Business Ad- 
ministration under the program would 
be granted from existing appropria- 
tions. In granting readjustment assist- 
ance loans to individual business en- 
terprises, the criterion used would be 
a “reasonable assurance of payment” 
of the loan. This test would be suffi- 
ciently flexible not to put the lending 
agencies cooperating in the program in 
competition with private capital and 
lending institutions.° The grouping of 
agencies cooperating in such a read- 
justment program would keep responsi- 
bility for dislocation caused by the Fed- 
eral Government’s trade policy within 
the jurisdiction of Federal agencies 
directly concerned with foreign trade. 
This would allow a clearer picture to 
be obtained of the accomplishments of 
the program and of its economic effect 
on the nation as a whole than if the 
program were tied up in a more com- 
plex administrative arrangement. 

Once assistance has been granted, it 
would be desirable to require assisted 
enterprises to submit to annual reviews 
during the transition period. The Re- 
adjustment Section of the Tariff Com- 
mission would be responsible for such 


5The same criterion currently is used by 
the Export-Import Bank, under its charter, 
as amended. 





22 BUSINESS TOPICS 


audits. These would parallel the an- 
nual reviews now conducted by the 
Tariff Commission on commodities on 
which duties have been raised under 
the escape clause provision of the 
Trade Agreements Act of 1951. 


The Advantages of Such a Program. 


The advantage of a Federal readjust- 
ment assistance program as outlined 
here is that it tackles a type of eco- 
nomic dislocation which by virtue of 
the methods used in its detection is 
clearly traceable to its underlying 
cause: the nation’s trade and tariff 
policy. These dislocations are thus 
amenable to being separated from the 
welter of related but not cognate prob- 
lems, and assistance to alleviate them 
can be provided accordingly. If such 
a program were put into practice, much 
experience could also be gained that 
would help in more general ‘re-setting’ 
programs which will benefit other de- 
pressed or dislocated segments of the 
economy, to be undertaken with simi- 





lariy small degree of direct Govern- 
ment support and supervision. 

One important feature of the read- 
justment assistance program discussed 
in this article remains yet to be men- 
tioned. It is versatility. The program 
here outlined would in essence be ap- 
plicable to all types of imported com- 
modities, industrial, agricultural, min- 
eral. The only variation necessary, in 
the case of agricultural and mineral 
imports, would be a change in the guar- 
anieeing agency and in the type of ear- 
marked funds. For agricultural im- 
ports, funds from the Department of 
Agriculture set aside under section 32 
of the Agricultural Adjustment Act of 
1935 would be utilized, and the same 
department would act as guarantor of 
the loan. For a program relating to 
mineral imports, the Department of 
Interior through the Bureau of Mines 
would have jurisdiction over the fi- 
nancial aspects of the program, arrange 
for earmarked funds, and act as guar- 
antor. The rest of the apparatus would 
remain unchanged. 





LOOK AT THAT LOVELY NEW DEARBORN 


The sporty, the intrepid and the suburbanite had their equivalent of a station 
wagon during the first half of the nineteenth century. Said to have been in- 
vented by General Henry Dearborn, the Dearborn wagon was a light, strongly- 
built four-wheeled vehicle usually drawn by one horse. From the Yankee 
peddier’s route in back-country Maine to the perilous Raton Pass on the Santa 
Fe Trail, the Dearborn kicked up its share of dust in our years of expansion. 
A gentleman moving from Delaware to Indiana in 1819 describes his use of 
this stalwart but sporty rig: “Our two Dearborns give us a tolerably respectable 
appearance; for, as we are neither pedlars nor movers, we are taken for 
Yankee Gentlemen, traveling in this MANNER for passtime and CHEAP- 
NESS”. Question: why doesn’t some Michigan auto manufacturer not too far 


from Dearborn revive the name, and put out a country car with these romantic 
associations skillfully worked up in the advertising? 





UNIONISM IN THE RETAIL TRADES* 


By MARTEN 


Ever since the AFL-CIO merger 
took place, speculation has been so 
widespread that one of the principal 
targets of any major organizing drive 
by the new federation would be the 
retail trades, as well as other white 
collar industries. It seems an appro- 
priate occasion, therefore, to survey 
the retail union scene, and to answer 
some of the questions likely to occur 
to the retailer who wonders how union 
organizing plans may affect him. 

“Why are the retail trades selected 
as a target?” will no doubt be the ques- 
tion uppermost in the retailer’s mind. 
Perhaps the most important reason for 
the new union interest in the retail 
trades is the fact that retailing offers 
an almost unparalleled source of ex- 
pansion for organized labor. The more 
than seven million paid employees en- 
gaged in the retail trades, according to 
most recent census figures, includes 
the largest remaining block of unor- 
ganized workers in the country. When 
in addition we consider that in the 
manufacturing industries the most 
promising sources of union member- 
ship are generally already organized, 
it is small wonder that the unions are 
beginning to cast covetous eyes on so 
large a plum. 


The Unions Involved 


“Which unions are likely to be most 
active in organizing retail workers?” 

For a more detailed and technical anal- 
ysis of this subject, see Marten S. Estey, 
“Patterns of Union Membership in the Re- 
tail Trades,” Industrial and Labor Relations 
Review, July 1955. 

**Dr, Estey is a Lecturer in 
Michigan State University. 


Economics, 
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To answer this question, and to get 
further evidence as to the extent of 
interest in the potential membership in 
the retail trades, let us take a look at 
the six major unions that include re- 
tail employees among their members 
and are now actively engaged in or- 
ganizing them. : — 

By far the largest of the unions in 
the retail trades is the Retail Clerks 
International Association, AFL. (AI- 
though all unions referred to here are 
now affiliated with the AFL-CIO, the 
old designations of AFL or CIO are 
used to aid in identification.) The Re- 
tail Clerks is also the oldest union in 
the industry. Those who assume that 
unionism in the retail trades is a recent 
development may be surprised to learn 
that the Association has been in oper- 
ation since 1890. Other AFL unions 
are the Amalgamated Meat Cutters and 
Butcher Workmen (butchers) which 
ranks second in retail membership, 
despite the fact that it confines its ac- 
tivities to the grocery field; the Build- 
ing Service Employees, which ventured 
into the general retail field several 
years ago in Chicago and still retains 
a foothold among department store 
employees there; and last, but cer- 
tainly not least, the powerful and 
controversial Teamsters Union, which 
although presumably concerned pri- 
marily with organizing drivers and 
warehousemen, has on more than one 
occasion reached out to organize on a 
store-wide basis. 

In addition to these four AFL unions 
(which collectively represent nearly 80 
percent of all retail union member- 
ship), there are two CIO unions: the 
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Retail, Wholesale, and Department 
Store Union, or RWDSU, and the 
Amalgamated Clothing Workers of 
America. The RWDSU has achieved 
particular success among the retail 
workers in the New York City area, 
while the Clothing Workers, with a few 
exceptions, appear to have limited 
themselves to organizing men’s cloth- 
ing salesmen. 

Of these six unions, only the Retail 
Clerks limits itself to the activities of 
the retail trades; the others all have 
other industrial interests of greater or 
less importance. And, of course, these 
six unions are often in competition with 
each other: for example, it is not un- 
usual for employees in a food chain to 
find the Clerks, Butchers, Teamsters, 
and RWDSU all competing for their 
membership. 


Extent of Growth 


How juicy a plum has the retail 
trades been for these unions? The 
answer, in part, depends on how you 
measure organizing results. Looking 
at the percentages, even the combined 
impact of six unions on the retail 
trades looks pretty small. According 
to this writer’s estimate, probably no 
more than seven percent of all retail 
workers belong to a union. Since bet- 
ter than thirty percent of all non-farm 
workers are organized, union penetra- 
tion of the retail trades is relatively 
slight by comparison. 

But if we look at the actual number 
of organized workers in retailing it is 
clear that unions have already made 
substantial headway. Estimated re- 
tail union membership at the end of 
1954 was more than half a million 
workers. By this standard, indeed, 


union membership of such dimensions 
is to be found in only the most highly 
organized industries. Despite its rela- 


tive weakness, then, retail unionism is 
clearly too large to be lightly over- 
looked. 

A final clue to the importance of 
unions in the retail trades is the rapid 
growth they have displayed in recent 
years. The Retail Clerks, twenty years 
ago a minor AFL union of only 10,000 
members, now reports a total member- 
ship of a quarter of a million workers; 
and in 1955, just before the AFL-CIO 
merger, was the tenth largest union in 
the AFL. During the last two decades, 
in fact, the Clerks have grown nearly 
ten times as fast as the AFL. Here, no 
doubt, is one important reason for la- 
bor’s optimism as to potential gains in 
retailing. 


Incidence of Growth 


Aside from the comfortable generali- 
zation that total retail union member- 
ship is likely to grow in the future, and 
at a more rapid rate than union mem- 
bership generally, what else can be pre- 
dicted with confidence about the fu- 
ture pattern of union growth in the 
retail trades? 

It seems reasonable to suppose that 
since for a variety of reasons neither 
the small store nor the small town has 
been a fertile field for unionism, it will 
continue to be essentially a product 
of large scale retailing, concentrated 
in chain stores and department stores 
in metropolitan areas. 

At present, for example, retail un- 
ion activity is most advanced in the 
retail food industry, particularly among 
employees of chains and supermarkets. 
The 280,000 food store employees who 
belonged to one or another of the re- 
tail unions in 1954 represented more 
than half of all organized retail work- 
ers; the evidence is that they have con- 
stituted the majority of retail union 
members for many years. At the same 





time, unions can point to much greater 
relative strength in food retailing than 
elsewhere in the retail trades, with be- 
tween 25 and 30 percent of all em- 
ployees carrying a union card. Three 
unions are most active in the food in- 
dustry —the Clerks, Butchers, and 
Teamsters. And in these unions, as in 
the retail labor movement as a whole, 
the grocery workers would win any 
popularity contest hands down, for they 
constitute the major portion of the 
retail membership of both Butchers 
and Teamsters, as well as nearly 60 
percent of the total strength of the 
Clerks. 

Ranking next to the grocery clerks 
are the department store employees, 
who numerically speaking run a rather 
weak second. At present, union mem- 
bership in this area of retailing totals 
about 75,000, or roughly one-sixth of 
retail union strength. The principal 
contestants in this field are the Clerks, 
the RWDSU, and the Teamsters. The 
Butchers are not active here, and the 
Building Service and Clothing Workers 
appear to be doing no more than main- 
tain a status quo in the field. 

Equally significant is the concentra- 
tion of union members in major cities. 
Approximately half of the 500,000 un- 
ionized retail workers are concentrated 
in some fourteen of our largest cities. 
Nearly 20 percent are to be found in 
New York City alone, while Boston, 
Philadelphia, Chicago, San Francisco, 
and Los Angeles each employ 20,000 
retail union members. 


UNIONISM IN THE RETAIL TRADES Za 


It is apparent, however, that while 
extensive organization may be found 
in large scale retailing, the average re- 
tail employee is likely to remain unor- 
ganized for some time to come. For 
the vast majority of them are to be 
found in the small retail stores and 
small towns, which unionism tends to 
be last to reach. In the retail trades, 
nearly half the paid employees work 
in stores so small that they employ less 
than ten workers each.! And, similar- 
ly, so far down into the grass roots of 
the economy does retail trade reach, 
over one-third of retail employees are 
employed in towns of less than 25,000 
population.” 

The gradual emergence of this pat- 
tern over a period of nearly 75 years 
of growth suggest that by now it is 
fairly well entrenched (it is also to be 
found in Canada, we might add). If this 
is the case, we may expect it to prevail 
for some time to come — and accord- 
ingly, future expansion of retail union 
membership will be largely among 
metropolitan food chain and depart- 
ment store employees, while the small 
town, small store employees will in 
general remain unorganized. Economic 
forces which reinforce the trend to- 
wards large-scale retailing, such as the 
recent rush of mergers in the food 
field, and the long-run trend toward 
urbanization will of course be conduc- 
ive to the growth of retail unions. 


1U.§. Census of Business, 1948, Vol. 1, 
Retail Trade, General Statistics, Part I, 
Washington, U.S. Government Printing Of- 
fice, 1952, p. 25. 

“Ibid, p. 506. 


FISHY BACKING 


By now, the term “piggybacking” is so familiar that the quotation marks are 


ready to fall off it. 
transport on railroad flatcars. 


Businessmen are used to this designation for truck-trailer 
But did you know that “fishybacking” is already 
being carried on between the Southeast and Puerto Rico? 


Get ready to add 


a new word to your vocabulary to describe barge transport of trailers. 
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WANTED: EXPANSIBLE IVY-COVERED HALLS 


Like the period of ominous calm before a storm, the present college-age 
population represents a lull. These are the depression-years youngsters born in 
a period of small families. Though the number of persons in this age group 
is at its lowest point in twenty-five years, the colleges are experiencing crowding 
due to the high level of American prosperity. This influx is nothing to what 
is ahead of us when the present high-schoolers hit the ivied halls. Later when 
the little brothers and sisters converge on the colleges there will be havoc. 

Look at these figures as set forth in the February 20 Current Population Re- 
ports devoted to illustrative projections of college-age population by states, up to 
1973. In this brochure (available for 10¢ from the U.S. Bureau of the Census), 
the storm-warnings for our own state show that Michigan is facing a greater 
rise in this age-group than any Northern state East of the Rockies. [If migration 
continues on the level of the 1940-1950 years, we should have by 1973 over 
twice our present population of that group. Should migration be figured a 
the more moderate rate of the two decades up to 1940, the Michigan el 
would be scarcely less serious. ay no net migration at all (an unlikely even- 
tuality) we would still have over 14% times the present figure by that date. 

This means that at the very minimum we will have to provide the equivalent 
of one new college for every two now existent, or refuse a higher education to 
some of our qualified candidates. 

Presumably we place our young adults at the top in our inventory of natural 
resources. Now is the time to take the essential steps to insure them a college 
education. These young people are not statistical guesses. They already exist; 
they are reciting their algebra or arithmetic in crowded schoolrooms; they are 
inevitably headed for college. It is up to us whether the colleges will be able 
to accommodate them adequately. 





MICHIGAN IN THE TEMPERATE ZONE 


Business Topics congratulates Grand Rapids and Detroit on being far down 
on the list of the nation’s cities in rate of severe alcoholism. In a recent report 
in The Quarterly Journal of Studies on Alcohol, the rate in terms of 100,000 
adult population gives highest (i.e. worst) place to San Francisco, with 4,190; 
while Detroit’s figure of 1,450 places it below any city of comparable size. 

An even better showing for Grand Rapids bears out our long-standing belief 
that this is one of the pleasantest of American cities. Its rate of only 630 places 
it among the twenty best communities in terms of this disease. 

No city in Michigan was among the twenty-five American cities with the 
worst records. 





OUR STAKE IN ECONOMIC DEVELOP- 
MENT ABROAD 


By J. D. ZELLERBACH* 


You and I know that there is no 
escape from substantial foreign aid ex- 
penditures for many years ahead. But 
not enough of the American people 
and their elected representatives yet 
know it. There simply isn’t sufficient 
understanding of the fact that promot- 
ing development abroad must be an 
integral part of our national policy 
and is an essential investment in our 
national security and in our future 
growth and prosperity. 

Our stake in promoting economic 
development in underdeveloped coun- 
tries is most apparent in the cold war 
context. The diverse underdeveloped 
countries have a few things in common. 
Their peoples are becoming increasing- 
ly aroused against the poverty and 
weakness which has been their tradi- 
tional lot. Their leaders are in a hurry 
to catch up with the material develop- 
ment that has made the Western coun- 
And 
everywhere it is on this eagerness and 
discontent that communism feeds. 


tries powerful and prosperous. 


What happened in China and near- 
ly happened in Guatemala can happen 
elsewhere if the needs and aspirations 
of these people are frustrated. It could 
happen in Southeast Asia where there 
is serious overpopulation and agrarian 
unrest. It could also happen in the 
Middle East where the small but polit- 
ically crucial Western-educated middle 
classes are restless for an outlet for 

From an address delivered to the Over- 
seas Writers in Washington, D. C., February 
16, 1956. Quoted by permission. Mr. Zeller- 
bach is Chairman of the Committee for Eco- 
nomic Development and President of Crown 


Zellerbach Corporation. 
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their talent and ambitions. These are 
the situations on which communism 
thrives. 

There is only one way in which the 
turmoil in the underdeveloped world 
can be channeled for good or for evil 
— that is through accelerated econom- 
ic development. The leaders of the 
underdeveloped countries know this. 
The Russians have awakened to it — 
as their new cold war tactics show. 
We of all peoples ought to know it best. 
For no people in the world have more 
faith in the curative powers of eco- 
nomic development than have Amer- 
icans. 

There is another equally persuasive 
case for promoting economic develop- 
ment abroad. Participation in eco- 
nomic development projects is the best 
way — it is sometimes the only way 
— we can get across to the peoples of 
the underdeveloped world something 
of the values of democracy and free- 
dom 


Unlike the communists, we don’t 
have a simple dogma to export. Our 


values do not prescribe a single way 
of life. In fact they constitute a way 
of making it possible for different peo- 
ples and cultures to live together in 
peace and freedom. 

These values can only be learned 
slowly. Neither propaganda nor ex- 
hortations from afar can get them 
We have to make contact — 
constant contact — with the people of 
the underdeveloped world if we expect 
them to understand our way of life. 
There is no better way of making con- 
tact — often there is no other way — 
than by working side by side with eco- 
nomic development projects. 


across. 


} 
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DON’T THROW IT AWAY, YOU MIGHT WANT TO BUY AN ISLAND 


Next time you clean the attic, think twice before disposing of any Civil War 
Soldier’s Scrip, a special printing of bonus certificates distributed to veterans 
after the Civil War. Consider the plight of the Reserve Mining Company of 
Duluth, which wanted to buy four tiny islands in Lake Superior just next to 
one of its works. Title records disclosed that preemptive right was vested in 
Federal Army veterans, and purchase was to be in terms of this special scrip. 
What to do? Either set about getting Congressional action to abolish the law 
which established the scrip, or go out and scratch some up. 

Not having an attic of its own, the company went out and started looking. 
Finally a land company located in Helena, Montana, was found to be rich in 
this desirable paper. The western firm made the acquisition for Reserve and 
then passed title to them. We do not have any comparable stories about Con- 
federate twenty-dollar bills or Czarist bonds, but you'd better hold on to those, 
too. 


FOR YOUR SUMMER PLEASURE 


Lovers of veteran motor cars may be interested in some of the meets of 
these beautiful old-timers staged by the Veteran Motor Car Club of America 
through its Great Lakes Regional organization, comprising Michigan, Ohio, 
Illinois, Wisconsin, and Ontario. The membership for this area is approxi- 
mately 525 devoted owners and polishers of ancient and wonderful vehicles. 
Why not put some of the following public meets on your calendar, as goals 
for your own outings in your less glamorous conveyance? 


Highland Park Meet - -— - - - - May 25, 26, 27 
Flint Tour - - - - - - - = June 16, 17 

Red Cedar Meet (Lansing) - - - - June 23, 24 
Great Lakes Regional Tour et, ee ee July 29 - August 4 
International Meet (Windsor, Ontario) -~— - August 12 
Jackson Meet - - - - - - = August 18, 19 
Greenfield Village Meet - - - - - September 8 


This last will assemble more cars than any other meet in Michigan this year. 
Leave your 1926 Buick at home: all models must be 1925 or earlier. For 
further details on any of these meets or tours, information can be obtained 
from Mr. Frank J. Kinzinger, Jr., the Detroit Historical Museum, Detroit. 





Current Michigan Business Conditions 


Economic activity has generally remained at the high rate that was established 
in the latter part of 1955 in spite of certain unevenness among the sectors of 
the economy. Automotive production and housing construction are the two 
segments most notably below the rates of a year ago. Difficulties in automobile 
production and automotive inventories have been the cause of particular con- 
cern in Michigan. 

Nation’s Business — Business activity has generally leveled off on the plateau 
established in December of last year. The Federal Reserve Adjusted Index of 
Industrial Production slipped slightly in this period to 142 of the 1947-49 aver- 
age in March as output in durable goods manufacturing did not experience the 
usual seasonal rises although the March level was 7 percent above the com- 
parable figure for 1955. The slight decline in the seasonally adjusted Index of 
Industrial Production meant that the usual seasonal increases had not occurred 
in the production of durable goods, especially in automotive production where 
current output is substantially below a year ago. The adjusted indexes for non- 
durable goods manufacturing and mineral production have been unchanged 
since January. Steel production continues at more than 99 percent of rated 
capacity with increased demands from steel users other than the automobile 
producers. 

The construction of new homes has continued below the rates of 1955. Esti- 
mates of housing starts place the number at a 1.2 million annual rate during 
the early months of this year compared to a 1.4 million rate a year ago. Total 
construction activity, however, has been at rates comparable to a year ago, 
although March figures indicate a seasonal increase of more than 11 percent 
in the valuation of contracts awarded over a year ago. Public construction 
during the year is expected to rise substantially in 1956 with the biggest in- 
creases taking place in school and highway construction. The strongest activity 
should be in industrial and commercial building. Other capital expenditures 
are contributing to the construction boom and are among the big users of the 
heavy steel production at the present time. 

Retail trade has generally been above the rates of a year ago. Even allowing 
for an early Easter and poor spring weather, sales have averaged somewhat 
above 1955. Most store groups except automotive dealers were running above 
a year ago. For the year, through the end of April, department store sales in 
the United States were aver: iging 2 percent above 1955. April department store 
sales were generally below a year ago because of the early Easter this year. 
Consumer credit outstanding dropped further during February but increased 
moderately during March, reaching a total of $35,536 million at the end of 
that month, approximately $5.6 million above the previous year. 

Employment nationally has been high in terms of the usual seasonal pattern 
since the end of 1955. April employment at almost 64 million was more than 
2 million above a year ago and set a new April employment record. Unemploy- 
ment has been exceedingly spotty throughout the country with certain locally 
disturbing situations being in evidence, although national unemployment at 2.6 
million in April was about 300,000 less than a year ago. 
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Retail prices, in the aggregate, continue to remain fairly stable. The Con- 
sumer Price Index of the Bureau of Labor Statistics remained in February at 
114.6 percent of the 1947-49 average compared to 114.3 percent a year ago. 
There are indications of forthcoming gradual price increases even in the food 
sector. The Wholesale Price Index of the same agency continues to edge upward 
gradually since November. In March the index stood at 112.8 percent of the 
1947-49 level. Even though commodities other than farm products and foods 
have been responsible for upward pressure in the recent past, farm products 
and processed foods have been showing slight increases recently. Further 
wholesale price increases during April were in evidence. 

Prices of most farm products have risen from the lows of last December but 
generally are below those of a year ago. The index of prices received by farmers, 
at 230 percent of the 1910-14 average in March was 7 percent above the De- 
cember low, but 13 percent below a year ago. Prices paid by farmers have 
edged upward, but the Parity Ratio increased to 82 percent during March, 
down 4 percent from a year ago. 

The Federal Reserve System during April authorized two Federal Reserve 
Banks, Minneapolis and San Francisco, to increase their discount rates from 
2.5 to 3 percent and nine others from 2.5 to 2.75 percent. Corresponding in- 
terest rate increases were announced by commercial banks. The purpose of 
the rate increase was to discourage business borrowing for marginal purposes 
“at a time when the economy is close to capacity.” One result of the move 
by the Federal Reserve System has been the highest interest rates since the 
early 1930’s. There have been conflicting reactions to this deflationary in- 
crease in interest rates in view of the present tight money situation and in view 
of scattered soft spots in the economy. 

Michigan Business — The State’s business activity continues to be geared 
closely to the automotive situation. High automotive inventories reported 
earlier and lagging sales have brought about curtailment in production. Fac- 
tory sales of motor vehicles of 2,043,823 during the first quarter were 13.6 
percent below the 1955 first quarter record although 1956 still was the second 
best first quarter on record. Passenger car factory sales of 583,169 during 
March were 26 percent below 1955. April production was generally running 
more than 25 percent below the level of a year ago. 

Consequences of the auto production were in evidence in the State’s employ- 
ment picture. Total wage and salary employment in February dropped to the 
lowest point since February 1955 and dropped still further to 2,257,000 in 
mid-March. Statewide factory employment of 1,110,000 in mid-March was 
5.5 percent below the level of March 1955. Unemployment correspondingly 
increased, reaching a total of 183,000 in March, the highest since October of 
1954. In March, the labor surplus represented 6.5 percent of the State labor 
force. Much of the brunt of the unemployment increase was experienced in 
the Detroit area although unemployment increases were in evidence through- 
out the State. 


Yet retail trade still remained high and somewhat above 1955. Statewide, 
department store sales averaged 8 percent over 1955 through March although 
April figures are expected to show some variation because of the early Easter 
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this year. Retail sales tax collections of the Department of Revenue indicate 
that business has been running somewhat ahead of 1955 figures through March. 

Banking activity through March has been reasonably above 1955 levels; 
however indications are that April may show mixed results because of the 
early Easter and because of automotive production cut-backs. Bank loans 
have been substantially higher than in 1955. Detroit Federal Reserve member 
banks, with total loans and discounts of $1,366 million, were 27.8 percent 
above a year ago at the end of March while the remaining such banks in the 
Lower Peninsula, with a total of $1,176 million, were 15.4 percent above 1955 
at the same time. These same Detroit banks had demand deposits of $2,499 
million and time deposits of $1,201 at the end of March, both moderately up 
from 9 years ago. The other Federal Reserve member banks in the Lower 
Peninsula had demand deposits of $1,364 million and time deposits of $1,290 
million, also moderately up from a year ago. 


Bank Debits 


Bank Debits Percent change from 
(thousands of $'s) Previous Year 
City Jan ‘56 Feb °56 Mar ‘56 Jan °56 Feb °56 Mar °56 
Adrian 26,186 22,969 28,103 + 23.9 + 19.3 +23.3 
Battle Creek 72,169 69,532 74,590 + 2.3 6.8 +- 8.7 
Bay City 52,502 46,664 52,570 +15.3 + 13.9 +-16.7 
Detroit 6,807,359 5,875,567 6,518,880 24.5 16.8 + 2.9 
Flint 184,278 174,284 170,441 + 12.4 + 14.4 0.0 
Grand Rapids 331,733 302,278 321,411 14.1 + 12.1 1.6 
Jackson 103,485 91,247 94,942 + 16.9 +17.0 — 2.9 
Kalamazoo 140,457 132,901 144,147 +-21.7 +24.3 +13.1 
Lansing 152,382 150,636 163,462 $14.8 + 18.9 + 18.9 
Muskegon 88,210 79,933 91,497 14.7 + 10.9 + 18.6 
Pontiac 79,351 76,841 82,489 gf + 7.8 + 7.5 
Port Huron 42,580 38,822 43,737 + 11.7 + 14.0 + 15.2 
Saginaw 118,877 109,911 118,067 +-15.8 11.6 + 10.0 
Escanaba 12,120 10,282 11,503 $10.8 + 6.8 + 2.1 
Marquette 13,044 10,280 11,823 $19.1 9.4 + 9.5 
Sault Ste. Marie 11,435 9,333 10,468 1 0.6 2.0 


Source: Federal Reserve Banks of Chicago and Minneapolis and Board of Governors of the Federal 
Reserve System 


Department Store Sales 


January 1956 February 1956 March 195¢ Percent 
City Percent change from Percent change from Percent change from change 
Dec ’55 Jan ’S5 Jan °56 Feb °S55 Feb ‘56 Mar ‘55 1956 vs. 1955 
Jan - Mar 
Battle Creek 59 25 13 28 67 10 118 
* Detroit 59 5 g 45 i Lae 
*Flint 61 2 1 1 44 pe ; 
*Grand Rapids —60 1 8 4 + 40 5 + 3 
*Jackson 62 6 ¢ 21 + 28 19 15 
*Kalamazoo 64 14 7 2 67 +47 14 
*Lansing 61 7 9 4 +41 +12  § 
Muskegon 63 + § 9 13 39 11] 110 
Port Huron 68 14 9 17 51 27 20 
*Saginaw 56 5 15 s 42 14 a) 


*Metropolitan Areas 


Source Federal Reserve Bank of Chicago 
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Motor Vehicle 
Factory Sales 
from Plants in 
United States 


Jan ’56 
Passenger Cars 591,032 
Motor Trucks and Buses 99,221 


Factory Sales 


Feb ’56 


560,924 
102,662 


Source: Automobile Manufacturers Association 


Electric Sales in 
Kilowatt Hours 


Mar ’56 
583,169 
“106,815 


Thousands of KWH Sales 


Dec ’55 
Residential $62,225 
Commercial 311,328 
Industrial 938,260 


*Preliminary 


Source: Edison Electric Institute 


Non-Farm 
Employment 
State of 
Michigan 
Jan. 15, 1956 2,559,000 
Feb. 15, 1956 2,493,000 
Mar. 15, 1956 .. 2,481,000 


Percent Change from Year Ago: 


Jan. 15, 1956 +3.4 
Feb. 15, 1956 + 0.3 
Mar. 15, 1956 0.8 


Total Unemployment 


Jan. 15, 1956 111,000 
Feb. 15, 1956 169,000 
Mer. 15, 1956 183,000 


Percent Change from Year Ago: 


Jan. 15, 1956 —27.5 
Feb. 15, 1956 + 19.0 
Mar. 15, 1956 + 52.5 


Jan ’56 
628,452* 
328,304* 


Detroit 
Met. Area 
1,440,000 
1,384,000 
1,375,000 


60,000 
110,000 
120,000 


—30.2 
+-37.5 
+ 84.6 


Feb '56 

607,340* 
319,097* 
898,033* 


Flint 
143,200 
140,400 
139,700 


4,500 
5,400 
5,100 


4.7 
+28.6 
+ 82.1 


Source: Michigan Employment Security Commission 


Percent Change from Previous Year 


Feb ’56 
—17.2 
{-32.7 


Mar °56 
—26.3 
+ 3.4 


Percent Change from Previous Year 


Jan 56 
— 7.0 
+ 10.4 
Dec ’55 
+10.9 
8.5 
+ 14.3 
Grand 
Rapids Lansing 
117,600 81,100 
117,200 80,200 
117,000 80,500 
+ 0.7 + 5.6 
+ 0.3 3.5 
0.3 13.1 
3,100 2,100 
4,800 2,600 
5,400 2,600 
—36.7 30.0 
- 2.0 —10.3 
+-25.6 +-18.2 


Jan 56 
+ 12.4* 
+ 10.8* 
+ T1.7* 


Saginaw 
58,800 
58,100 
57,700 


1,600 
2,100 
2,300 


—27.3 
0.0 
+ 35.3 


Feb 56 
+ 9.0* 
+ 9.2* 

4.8* 


Upper 
Peninsula 
78,500 
77,900 
77,000 


Aa 


7,600 
7,800 
8,800 


—35.6 
—33.9 
—30.7 


— MARVIN HOFFMAN 











FOR GREATER HIGHWAY SAFETY 


News of the highway traffic toll is dinned at us daily, and well it 
should be. News of constructive steps to brake the horrible traffic 
losses are more rare, but fortunately these efforts are increasingly many 
and effective. One recent bright item: the establishment of the High- 
way Traffic Safety Center to serve all Michigan. 

Generous publicity has already been given to this new center. It 
is another extension of Michigan State University’s services, into an 
area of crying need. It was made possible by a very substantial ap- 
propriation of the current Michigan Legislature. Although most Busi- 
ness Topics readers may already know about this Center, the news 
deserves repetition: for this Center will serve all of us and we should 
keep it in mind. 

Briefly, its services will fall into five categories: information serv- 
ices; conferences and workshops; field services; research projects into 
causes of congestion and accidents — and solutions; and courses for 
college preparation in the several professions that contribute to safe 
highways of tomorrow. You may have a direct personal interest in the 
services of this Center or other reasons to communicate with: The 
Highway Traffic Safety Center, Wells Hall, Michigan State University, 
East Lansing, Michigan. 











BUSINESS RESEARCH PUBLICATIONS 


The Bureau of Business Research was established in 
1951 to assist the Michigan State University faculty in 
conducting economic and business research and to serve 
Michigan business with information and studies. The 
studies are usually published, and those currently avail- 
able are listed below. Inquiries should be addressed to 
the Bureau’s director. Where applicable, draw checks 
payable to Michigan State University. 


RESEARCH REPORTS 


12. Taxation of Mobile Homes ($1.00) 

13. Wages, Hours, and Fringe Benefits in Member 
Stores of the Michigan Retail Hardware Associa- 
tion ($1.00) 

14. Michigan County Market Data (Free) 





15. Michigan Statistical Abstract ($3.00) 
| A handy compilation of the most recent 
| statistics on Michigan and its subdivisions. 
Ten major classifications of data, 179 pages, 
| concerning the economic, social and physical 
aspects. 








16. Retail Sales in Detroit During December 
1955 Newspaper Strike 











